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FOREWORD
Agricultural land values and cash rental rates in South Dakota, by region and by 
state, are the primary topics of this report. The target audiences for this report 
are farmers and ranchers, landowners, agricultural professionals (lenders, rural 
appraisers, professional farm managers), and policy makers interested in agri-
cultural land market trends. This report contains the results of the 2008 SDSU 
South Dakota Farm Real Estate Market Survey, the 18th annual SDSU survey 
developed to estimate agricultural land values and cash rental rates by land use 
in different regions of South Dakota.
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The 2008 SDSU Farm Real Estate Market Survey 
report contains information on current agricultural 
land values and cash rental rates by land use in dif-
ferent regions of South Dakota, with comparisons 
to values from earlier years. Key findings are high-
lighted below. 
• Land values and cash rental rates are booming in 
South Dakota. Cropland values increased an average 
of 26% from 2007 to 2008, while cash rental rates 
for cropland increased by 15.2%. The dollar amount 
and percentage rate of increase for both cropland 
values and cash rental rates are the highest recorded 
during the past 18 years of the SDSU survey.
These most recent increases are directly related 
to booming markets for corn, soybeans, wheat, 
and several other crops since 2006 and corre-
sponding major increases in farm sector income, 
both gross and net. Tight worldwide wheat 
supplies, growing volume of ethanol produc-
tion from corn, and competition for cropland to 
produce corn, soybeans, or wheat are important 
contributing factors.
• The most recent annual (2007 to 2008) change 
of 22.5% for all agricultural land values in South 
Dakota exceeds the previous (2004 to 2005) record 
of 20.2%. 
Since 2001, agricultural land values in South 
Dakota have increased more than 10% each year, 
including more than 20% in two years during this 
period. From 1991 to 2001, annual increases in 
South Dakota agricultural land values varied from 
4 to 10%. 
• Cropland and rangeland values increased substan-
tially in almost all regions. 
Cropland values increased 17.8% or more, while 
rangeland increased 12.6% or more in all regions 
except the northwest region. Over time, percent-
age rates of increase in cropland and rangeland 
values tend to be similar across regions, but will 
often vary for a specific year.
• Cash rental rates per acre for cropland, hayland, 
and rangeland/pasture increased statewide and in 
almost all regions from 2007 to 2008.
Statewide average cash rental rates increased 
$9.90 per acre for cropland, $5.80 per acre for 
hayland, and $1.40 per acre for rangeland. In 
general, cash rental rate increases were strongest 
in the more cropland-intensive regions east of the 
Missouri River. Some weaknesses in cash rental 
rates are noted for hay and pasture/rangeland in 
the southwest region. 
• Statewide, cropland, hayland, and rangeland values 
per acre have doubled since 2004 and quadrupled 
since 1994. Cash rental rates have nearly doubled 
since 1996.
Increases in agricultural land values were largely 
supported by increases in cash rental rates during 
the 1990s, but only partially supported by cash 
rental rate increases from 2000 to 2007. During 
most of the 1990s, land values increased at only 
slightly higher rates than cash rents. However, 
from 2001 to 2007, land values generally in-
creased at more than twice the rate of increase 
in cash rents. During the past year, cash rents in-
creased at a slower rate than land values, but both 
increased at historically very high rates. Overall, 
cash rates of return to farmland declined slowly 
during the 1990s and more rapidly from 2001 to 
2008. 
• Current average rates of cash return on agricul-
tural land in South Dakota are lower in 2008 than in 
any previous year since the survey was started.
For 2008 the average ratio of gross cash rent to 
current land value for all agricultural land was 
4.2%, for nonirrigated cropland was 4.6%, and 
for rangeland was only 3.4%. During the 1990s, 
SUmmARy2
the same ratios were 7.4% for all agricultural 
land, 8.0% for cropland, and 6.8% for rangeland.
• The longer-term trends in land values, cash rental 
rates, and cash rates of return are closely related to 
key economic factors. These factors include:
(1) Sharp declines in farm mortgage interest rates 
from early 2001 to late 2004 and continued rela-
tively low mortgage interest rates.
(2) Federal farm program provisions of the 1996 
and 2002 farm bills, especially the level of crop 
subsidies and removal of planting restrictions. 
(3) General economic conditions of low inflation 
rates, until the past year. From 1991 to 2007 the 
average annual inflation rate in the U.S. was less 
than 2.5%. 
From 1991 to 2008 farmland values increased 
more rapidly than the rate of general price infla-
tion in all regions of South Dakota. Also, cash 
rental rate increases provided underlying support 
for increases in land values, especially in the past 
year. These basic economic factors, along with de-
clining mortgage interest rates, attract interest in 
farmland purchases by investors and by farmers 
expanding their operations. 
• Agricultural land values and average cash rental 
rates differ greatly by region and land use. 
In each region per-acre values and cash rental 
rates are highest for irrigated land, followed in 
descending order by nonirrigated cropland, 
hayland, tame pasture, and native rangeland. 
For each land use, per-acre land values and 
cash rental rates are highest in the east-central 
or southeast region and lowest in the western 
regions of South Dakota.
The average value of nonirrigated agricultural 
land (as of Feb. 2008) in South Dakota is $1,041 
per acre. Nonirrigated agricultural land varies 
from $2,473 per acre in the east-central to $295 
per acre in the northwest region. Average non-
irrigated cropland values vary from $2,894 per 
acre in the east-central to $1,450 per acre in the 
central region and $399 per acre in the northwest 
region. 
Average rangeland values vary from $1,539 per 
acre in the east-central to $271 per acre in the 
northwest. Within each region, differences in 
land productivity and land use account for sub-
stantial differences in per-acre values. 
In 2007 the average value of nonirrigated crop-
land exceeds $3,000 per acre and average cash 
rental rates exceed $120 per acre in two county 
clusters (Minnehaha-Moody and Clay-Lincoln-
Turner-Union) in eastern South Dakota. These 
are the highest average land values and cash 
rental rates reported during the past 18 years of 
the SDSU Farm Real Estate Market Survey.
At the regional level, average cash rental rates 
per acre for cropland in 2008 vary from $109 in 
the east-central region to $24.20 in the northwest 
region. Average rangeland and pasture rental 
rates vary from $47.15 in the east-central region 
to $10.75 per acre in the southwest region. 
• Farm expansion, investment potential, and hunt-
ing/recreation continue as the major reasons for 
purchasing farmland, while high sale prices and 
other favorable market conditions (seller’s market), 
retirement from farming, and settling estates are the 
major reasons for selling farmland. 
High commodity prices were listed by a majority 
of respondents as the major positive factor in the 
farm real estate market. Strong demand for land 
and relatively low interest rates, followed by inves-
tor purchases and hunting/recreation demand, 
were also listed. High input costs, an uncertain 
economy, and outside investors were listed more 





Dr. Larry Janssen and Dr. Burton Pflueger1
The 2008 SDSU Farm Real Estate Market Survey is 
the 18th annual survey of agricultural land values 
and cash rental rates by land use and quality in 
different regions of South Dakota. We report on 
the results of the survey and also include a discus-
sion of factors influencing buyer/seller decisions 
and positive/negative factors impacting farmland 
markets. Publication of survey findings is a response 
to numerous requests by farmland owners, renters, 
appraisers, lenders, buyers, and others for detailed 
information on South Dakota farmland markets. 
The 2008 estimates are based on reports from 231 
respondents to the 2008 SDSU survey. Respondents 
are agricultural lenders, Farm Service Agency of-
ficials, rural appraisers, assessors, realtors, profes-
sional farm managers, and Extension agricultural 
educators. All are familiar with farmland market 
trends in their localities. 
 
Copies of the SDSU survey were mailed in February 
and March 2008. The surveys requested information 
on cash rental rates and agricultural land values as 
of February 2008. Response rates, respondent char-
acteristics, and estimation procedures are discussed 
in Appendix I. 
Results are presented in a format similar to sur-
veys published by Janssen and Pflueger from 1991 
through 2007. Regional information on land values 
and cash rents by land use (crop, hay, range, pas-
ture, and irrigated crop/hay)  is emphasized in each 
of these SDSU reports. Current-year findings are 
compared to those of earlier years. 
This report contains an overview and may or may 
not reflect actual land values or cash rental rates 
unique to specific localities or properties. Readers 
should use this report as a general reference and 
rely on local sources for more specific details.
1  Janssen and Pflueger are professors of economics, South Dakota State University. Janssen has teaching and research responsibilities 
in agricultural finance, farmland markets, economic development, and research methodology. Pflueger is an Extension farm financial 
management specialist and also teaches an undergraduate course on agricultural cooperatives. 
2 A major purpose of this survey is to report land values and cash rental rates by major uses of privately owned agricultural land, 
excluding farm building sites. The major nonirrigated land uses reported are crops, hay, tame pasture, and rangeland. Rangeland is 
native grass pasture while tame pasture is seeded to introduced grasses. Agricultural land typically used for production of alfalfa hay, 
other tame hay, or native hay is considered hayland in this report. Cropland is agricultural land typically used for crop production 
other than hay production. Since most irrigated land in South Dakota is used for crop or hay production, we report the value and 
rental rates of irrigated land used for these purposes. These major land uses comprise nearly 98% of privately owned land in farms in 
South Dakota (Janssen, 1999).4
County data on crop- and pastureland rents and val-
ues are provided by the South Dakota Agricultural 
Statistics Service (SDASS) in their report: South 
Dakota 2008 County Level Land Rents and Values.  
This SDASS report is based on a telephone survey 
of South Dakota farm/ranch producers and is their 
14th annual survey of county level land rents and 
values. Major trends in per-acre cash rental rates and 
land values over time are similar in both the SDASS 
and SDSU surveys. 
Changing economic conditions 
in South Dakota
Most renters, buyers, and sellers of farmland con-
tinue to be local area residents, although there is 
greater outside interest in recent years. Consequent-
ly, land market participants are influenced by many 
social, financial, and economic factors. Land market 
trends usually lag behind changing conditions in the 
general and agricultural economies and are strongly 
influenced by land market participants’ expectations 
of future trends and the availability of debt or equity 
financing. Some key economic conditions in South 
Dakota are reviewed in this section.
South Dakota job market
Information from the South Dakota Bureau of 
Finance and Management states that South Dakota 
has averaged an increase of 7,640 jobs per year 
since 2004. This growth in employment, an aver-
age growth rate of 1.96%, was continued in 2007 
when South Dakota gained 7,940 jobs. The rate of 
increase for 2007 of 2.0% is much higher than the 
U.S. employment growth rate of 1.1% over the same 
time period.
There are indications that the South Dakota job 
market will remain strong in 2008. In January 2008, 
total nonfarm employment was up 1.86%, or 7,500 
jobs, over January 2007. In the 12 months prior to 
the release of the 2008 SDSU South Dakota Farm 
Real Estate Survey (February 2007 to January 2008), 
nonfarm employment grew 1.97% (or 7,880 jobs) 
from the same period the year before. The sectors of 
the state’s economy that experienced strong growth 
through 2007 and early 2008 were financial activi-
ties (4.31%); education and health services (2.63%); 
and trade, transportation and utilities (1.92%).
South Dakota income continues to grow.
Personal income for South Dakotans grew 7.9% 
from the third quarter of 2006 to the third quarter 
of 2007, the most recent period for which data is 
available. This rate of growth in personal income 
enabled South Dakota to rank 9th nationally; the 
South Dakota rate of growth was higher than both 
the United States income growth (6.5%) and the 
income growth of the seven-state (Iowa, Kansas, 
Minnesota, Missouri, Nebraska, North Dakota, and 
South Dakota) Plains region (7.0%) over the same 
time period. From the second quarter of 2007 to the 
third quarter of 2007, South Dakota’s total personal 
income grew 1.6%, which compares to the national 
growth of 1.4% and the Plains region growth of 
1.2% over the same time period.
South Dakota’s housing market.
There has been much written and discussed in the 
last 12 months concerning the housing and real es-
tate market in the United States. For South Dakota, 
in the February-2007-to-January-2008 period there 
were 96 fewer building permits issued for family 
housing units than there were in the same period 
before. The value of family housing building permits 
is $7.4 million lower in the last 12 months compared 
to the same period the year before.
3 The SDASS report on county level rents and values can be obtained from the Sioux Falls office, phone 605-323-6500 or  
South Dakota Agricultural Statistics Service / PO Box 5068 / Sioux Falls SD 57117-5068. The report also can be accessed at  
http://www.nass.usda.gov/sd/5
The 2007 South Dakota agricultural 
economy
The 2007 business year was very strong for agricul-
tural producers. Due to a good production year and 
high commodity prices, nearly all indicators show 
that farmers and ranchers improved the financial 
condition of their operations during 2007. The 
value of all principal crops grown in South Dakota 
in 2007 totaled $5.29 billion, which is up 112% from 
the $2.49 billion value of 2006 crops. The large 
increase is due to record corn and wheat produc-
tion, along with higher prices for most crops. Corn 
for grain was the leading valued crop of 2007, at 
$2.0963 billion, up 133% from 2006.
All crop prices and livestock prices were higher in 
2007 than 2006, except for hogs. Continued high 
demand for crops has put upward pressure on prices 
over the past several months; crop prices continue 
to be substantially higher than a year ago.
As of January 1, 2008, all cattle and calves in South 
Dakota totaled 3.7 million head, unchanged from 
last year, according to the South Dakota office of 
USDA’s National Agriculture Statistics Service. On 
December 1, the inventory of all hogs and pigs in 
South Dakota totaled 1.37 million head, up 8% from 
one year ago and up 2% from last quarter.
A good financial year in 2007 allowed farmers 
and ranchers to increase capital expenditures 
and upgrade equipment, pay back loans, and buy 
real estate. Lenders responding to a Federal Re-
serve Bank of Minneapolis survey indicated that 
strengthened financial conditions in 2007 allowed 
many producers to pay down loans and not acquire 
renewals or extensions. Variable and fixed interest 
rates for machinery, operating and rate real estate 
loans dropped about 50 basis points from the third 
quarter 2007 to the fourth quarter of 2007. Average 
interest rates for farm mortgage loans in January 
2008 were 7.6%.
Federal farm program payments have been an im-
portant stream of revenue in South Dakota agricul-
ture. Federal farm program payments have been 16 
to 20% of total production value from 1999 to 2001, 
7 to 11% from 2002 to 2004, 15% in 2005, and 8.5% 
in 2006. Farm program payment projections for 
2007 and 2008 are considerably lower due to much 
lower projected counter-cyclical payments and mini-
mal loan-deficiency payments.
South Dakota’s farm sector has been more depen-
dent on farm program payments (commodity, con-
servation, and disaster payments) than most other 
states. 
At this time (mid-April 2008) new farm program 
legislation has not been passed by Congress, creat-
ing uncertainty about the longer term future of farm 
commodity and conservation programs. For 2007 
and 2008, South Dakota’s farm economy is probably 
affected more by renewable energy legislation than 
by traditional farm programs.
South Dakota agricultural economy  
outlook
Lenders responding to a Federal Reserve Bank of 
Minneapolis survey indicated that the outlook for 
financial conditions in the first quarter of 2008 (the 
same period in which the SDSU South Dakota Farm 
Real Estate Survey was conducted) was for a strong 
economy. Expectations were for solid markets and 
profits for calves and wheat. However, some lenders 
extended cautions concerning input cost increases, 
noting that fuel, fertilizer, seed, chemicals, cash rent, 
and interest expense will be higher in 2008. Other 
lenders expressed concerns about rapid increases in 
land prices. 6
South Dakota agricultural land 
values, 2008 
procedures to estimate 
and report land values 
Respondents to the 2008 South Dakota Farm Real 
Estate Market Survey estimated the per-acre value 
of nonirrigated cropland, hayland, rangeland, tame 
pastureland, and irrigated land in their county and 
the percent change in value from one year earlier. 
Responses for nonirrigated land uses are grouped 
into eight agricultural regions (fig.1). The six 
regions in eastern and central South Dakota cor-
respond with USDA Agricultural Statistics Districts. 
In western South Dakota, farmland values and cash 
rental rates are reported for the northwest and 
southwest regions. Land values and cash rental rates 
are reported only for privately owned land and 
should not be considered as estimated values for 
tribal lands or federal lands.
Irrigated land is only 1% of farmland acres in South 
Dakota. Due to the small number of irrigated land 
reports in several regions, responses for irrigated 
land values and rental rates are regrouped into six 
regions: western, central, north-central, northeast, 
east-central, and southeast. The western region has 
reports from the northwest, southwest and south-
central regions.
The average value per acre and percent change in 
value was obtained for each agricultural land use 
in each region. Regional and statewide all-land 
(nonirrigated land) value estimates are weighted 
averages based on the relative acreage and value 
of each nonirrigated agricultural land use in each 
region of South Dakota. In this report, land use 
acreage weights for each region and statewide were 
developed from data reported in the 2002 Census of 
Agriculture and related sources (Appendix I). These 
land-use acreage weights have considerable impact 
on regional and statewide estimates of all nonirri-
gated land values.
Regional differences in all-agricultural land val-
ues are primarily related to major differences in 
1) agricultural land productivity among regions, 
2) per-acre values of cropland and rangeland in 
each region, and 3) the proportion of cropland 
and rangeland in each region. More than 80% of 
farmland acreage in each region is cropland or 
rangeland. However, native rangeland is the domi-
nant land use in western South Dakota, while most 
agricultural land in eastern South Dakota is nonir-
rigated cropland (fig. 1).
Tame pasture and hayland are the remaining major 
uses, excluding farm building sites. Tame pasture 
varies from 5.6 to 9% of farmland acres in each 
region and is nearly 7% of statewide farmland acres. 
Hayland varies from 11 to 14% of total farmland 
acres in each of the six central and eastern regions, 
but only 3 to 5% of farmland acres in western South 
Dakota. Statewide, hayland is about 9% of privately 
owned farmland. 
The combined proportion of cropland and hayland 
in each region varies from 20% of private agricul-
tural land in the northwest region to 79% of farm-
land acres in the southeast region. The remainder 
is rangeland or tame (improved) pasture. Statewide, 
an estimated 47% of private farmland acres are 
cropland or hayland and 53% is rangeland or tame 
Fig 1. Nonirrigated agricultural land use patterns in
















Statewide Top: crop and hay         = 47%
Bottom: range and pasture = 53%
Source: Compiled from land use data in 2002 Census of Agriculture and         
related surveys7
pasture (fig. 1). In summary, statewide cropland 
values are highly influenced by values estimated in 
the north-central and three eastern regions, while 
statewide rangeland values are greatly influenced 
by values reported in the three regions west of the 
Missouri River. 
All-agricultural land value estimates, 
2008 
As of February 2008, the average value of all-agri-
cultural land in South Dakota was $1041 per acre, a 
22.5% increase in value from one year earlier (fig. 
2 and table 1). This is the highest annual rate of 
increase reported in the past 18 years, exceeding the 
20.2% rate of increase from 2004 to 2005 (table 1 
and appendix table 2).
The increase of $191 per acre in the value of all ag-
ricultural land is the highest annual dollar per-acre 
increase during the past 18 years. Overall, agricultur-
al land values in South Dakota have doubled since 
2003 and quadrupled since 1994.
 
Agricultural land values increased more than 20% in 
all six eastern and central regions, with the strongest 
increase of 28.1% in the central and 27.1% in the 
east-central region. In western South Dakota, land 
values increased 17.4% in the southwest and 3.5% in 
the northwest region. The lower rate of increase in 
western South Dakota is partly related to the linger-
ing effects of the drought that has affected these 
regions for several years.
The all-land average values are highest in the east-
ern regions with per-acre values ranging from $2473 
in the east-central region to $2168 in the southeast 
region and $1714 in the northeast region. This is 
the first year that all-land values exceed $2000 per 
acre in any region and $1700 per acre in the north-
east region. 
The per-acre increase in all-land values from 2007 
to 2008 varied from $527 per acre in the east-central 
region to $400 per acre in the southeast region and 
$292 per acre in the southeast region. Again, these 
are the highest dollar volume increases for each 
region compared to any previous year.
These three eastern regions contain the most pro-
ductive land in South Dakota. Cropland and hayland 
are the dominant agricultural land uses in eastern 
South Dakota varying from 70% of farmland acres in 
the northeast to 79% in the southeast (fig. 1).
Average per-acre agricultural land values in the 
north-central and central regions are much higher 
than corresponding land values in western and 
south-central South Dakota and considerably lower 
than average land values in the eastern regions. 
Average land values were $1179 per acre in the 
north-central region and $1152 per acre in the cen-
tral region, which is the first time that average land 
values exceeded $1000 per acre in either region. 
Farmland values increased more than $240 per acre 
in both regions from 2007 to 2008. Land values are 
slightly higher in the north-central region due to the 
greater proportion of crop and hayland, compared 
to land use in the central region. 
Fig 2. Average value of South Dakota agricultural land,

























Regional and statewide average values of agricultural land are the
weighted averages of dollar value per acre and percent change by
proportion of acres of each nonirrigated land use by region.
Top: Average per-acre value—February 1, 2008
Middle:A verage per-acre value—February 1, 2007
Bottom: Annual percent change in per-acre land value




Table 1.  Average reported value and annual percentage change in value of South Dakota agricultural land 



































































































































































































































































































































































































Annual  % change 08/07 18.6% 15.9% 27.7% 5.0% 36.6% -2.7% 16.0%
Source:   2008 and earlier South Dakota Farm Real Estate Market Surveys9
Agricultural land values are much lower in regions 
west of the Missouri River than in the eastern and 
central regions of South Dakota. The average value 
per acre ranges from $642 in the south-central 
region to $295 per acre in the northwest region, re-
spectively. Rangeland and pasture are the dominant 
agricultural land uses. 
Land values and value  
changes by type of land  
and region
In each region, per-acre values are highest for ir-
rigated land, followed by nonirrigated cropland, 
hayland, tame pasture, and native rangeland. For 
each nonirrigated land use, per-acre land values are 
highest in the three eastern regions and lowest in 
the northwest, southwest, and south-central regions 
(figs. 3 and 4; table 1). In the north-central and cen-
tral regions, per-acre values of cropland are higher 
in the north-central region, while per-acre values 
of hay-, pasture-, and rangeland are higher in the 
central region. These regional differences in land 
values by land use have largely remained consistent 
over time and are closely related to climate patterns, 
soil productivity differences, and crop/forage yield 
differences across the state. 
Cropland values 
The weighted average value of South Dakota’s nonir-
rigated cropland (as of February 2008) is $1733 
per acre, a 26% increase from 2007 (table 1). This 
is the fourth year that the average value of South 
Dakota’s nonirrigated cropland exceeds $1,000 per 
acre. Statewide per-acre cropland values have more 
than doubled since 2003 and have quadrupled since 
1994. 
Cropland value increases were 33.5% in the central 
region; about 29% in the north-central, east-central 
and south-central regions; and 25.6% in the south-
east region. The northeast and southwest regions 
had increases of 17.8%, compared to 8.7% in the 
northwest region. The increases above 25% were the 
highest percentage increases in land values in each 
of these regions in the past 18 years.
For the first time, all three regions of eastern South 
Dakota had average cropland values exceeding 
$2000 per acre. The east-central region had the 
highest cropland value of $2894 per acre, followed 
by cropland values of $2510 in the southeast region 
and $2076 in the northeast region. This is the fourth 
year that cropland values have exceeded 1) $1500 in 
the east-central and southeast region and 2) $1000 
per acre in the northeast region (fig. 3; table 1; and 
appendix table 2). 
From 2007 to 2008, cropland values increased 
Crop  = Nonirrigated cropland
Hay  =H ayland
Source:2 008 South Dakota Farm Real Estate Market Survey, SDSU.
Crop $1532
Hay$   939
Crop $2894
Hay$ 2127
Crop $  904
Hay$   649
Crop $1450
Hay$ 1050
Crop $  502
Hay$   450
Crop $  399
Hay$   334
Crop $2510
Hay   $1871
Crop $2076
Hay$ 1347
Fig 3. Average value of South Dakota cropland, 
and hayland, by region, February 2008, dollars 
per acre.

















Fig 4. Average value of South Dakota rangeland and
tame pasture, by region, February 2008, dollars per
acre.10
$650 per acre in the east-central, $511 per acre in 
the southeast, and $314 per acre in the northeast 
region, which are all time highs. Cropland values 
in these three regions are increasing mainly due to 
greatly improved returns in the corn and soybean 
production industries. These three eastern regions 
contain 45% of South Dakota’s cropland. Corn and 
soybeans are the major crops in most counties. 
Wheat, corn, soybeans, sunflowers, and some small 
grains are the predominant cropland uses in most 
counties of the north-central and central regions of 
South Dakota. These two regions contain 33% of 
South Dakota’s cropland acres. Average cropland 
values of $1532 per acre in the north-central region 
are higher than the average of $1450 per acre in the 
central region. In both regions, average cropland 
values increased more than $350 per acre from 2007 
to 2008—another all time high.
Cropland values are considerably lower in the three 
regions west of the Missouri River. As of February 
2008, cropland values averaged $904 per acre in the 
south-central region, a $202 per acre increase from 
2007. In the western regions, average cropland val-
ues were much lower, varying from $502 per acre in 
the southwest to $399 per acre in the northwest.
These three regions contain 23% of the state’s 
cropland acres. Wheat, corn, and grain sorghum 
are important crops in the south-central region, 
while wheat is the dominant crop in the two western 
regions.
Cropland values have generally been increasing 
at a much slower rate in the two western regions, 
especially compared to the more cropland intensive 
regions east of the Missouri River. For example, 
cropland values in the northwest and southwest 
region doubled from 2001 to 2008, while cropland 
values nearly tripled during the same period in the 
east-central, northeast, central, and north-central 
regions.
Hayland values
South Dakota hayland values averaged $1079 per 
acre as of February 2008, a 23.3% increase from 
one year earlier (table 1). This is the first time that 
statewide hayland values have exceeded $1000 per 
acre. Very strong annual increases in hayland values 
(from 23.6 to 31%) occurred in six regions com-
pared to an increase of 12.8% in the southeast and 
2.1% in the northwest region. Statewide, hayland 
values have almost doubled since 2004 and quadru-
pled from 1994.
Average hayland values are highest in the east-
central and southeast regions, with per-acre values of 
$2127 and $1871, respectively, followed by $1347 per 
acre in the northeast region. This is the first time 
that hayland values exceed $2000 per acre in any 
region of South Dakota.
 Hayland values are considerably lower ($1050 
and $939 per acre, respectively) in the central and 
north-central region, but remain fairly close to the 
statewide average value of $1079 per acre. Consider-
ably lower values of hayland are found in all regions 
west of the Missouri River, varying from $649 per 
acre in the south-central region to $334 per acre 
in the northwest region (fig. 3 and table 1). Alfalfa 
hay is the most common hay in the eastern regions, 
while native hay is more common in the central and 
western regions. 
pasture and rangeland values 
In February 2008, the value of South Dakota native 
rangeland averaged $508 per acre, while the average 
value of tame pasture was $809 per acre (table 1). 
Native rangeland is concentrated in the western and 
central regions of South Dakota, while tame pasture 
is concentrated in the central and eastern regions. 
 
The statewide average change in rangeland and 
tame pasture values increased 13.4% and 18.3%, 
respectively, during the past year (Feb. 2007 to Feb. 
2008). This is the sixth consecutive year that double-11
digit (>10%) increases in both pasture and range-
land values occurred in South Dakota. Statewide, 
rangeland and tame pasture land values have more 
than doubled since 2003 and quadrupled in per-acre 
value from 1993.
Average rangeland values are highest in the east-
central and southeast regions ($1539 and $1239 
per acre, respectively) and lowest in the southwest 
and northwest region (with average value of $339 
and $271 per acre, respectively). In other regions, 
average rangeland values vary from $544 per acre 
in the south-central region to $1100 per acre in the 
northeast region (fig. 4 and table 1). 
In most regions, average values of tame pasture var-
ied from 8 to 15% higher than the average value of 
rangeland. However, due to differences in regional 
concentration, the statewide average value of tame 
pasture was 60% higher than the average value of 
rangeland. Three-fourths of rangeland acres are 
located in counties west of the Missouri River, com-
pared to less than half of tame (improved) pasture 
acres. 
In the cropland-intensive regions of eastern South 
Dakota and in the north-central region, the aver-
age per-acre value of nonirrigated cropland varies 
from 1.85 to 2.15 times the average value of native 
rangeland. In the more rangeland intensive central 
and western regions, the average per-acre value of 
cropland varies from 1.47 to 1.73 times the average 
value of rangeland. Tame pasture land values are in 
between rangeland and hayland values in all re-
gions. Also, pasture and hayland values are consid-
erably lower than cropland values in all regions of 
South Dakota.
Irrigated land values 
Irrigated land value reports are consolidated into 
six regions (table 1). Very few irrigated land reports 
were received from respondents in the three regions 
west of the Missouri River, which made it necessary 
to combine reports from these regions. Irrigated 
land in the western regions is predominantly gravity-
irrigated hay and cropland in counties adjacent to 
the Black Hills and some center pivot irrigated land 
in south-central counties. In all other regions, the 
value of irrigated land was reported for center pivot 
irrigation systems, excluding the value of the center 
pivot. 
We continue to caution readers that irrigated land 
value data are less reliable than data on land values 
reported for other agricultural land uses. Irrigated 
land is not common (less than 1% of total acres) 
in most regions, and there are few sales of irrigated 
land tracts. Consequently, only 39% of all respon-
dents were familiar with and able to provide infor-
mation on irrigated land values. 
Based on 90 responses, from 2007 to 2008, irrigated 
land value increases occurred in all except the west-
ern regions. Statewide average irrigated land values 
are $1970 per acre, a 16% increase from a year 
earlier. Irrigated land values vary from an average of 
$3070 and $3020 per acre, respectively in the east-
central and southeast regions to $925 per acre in the 
western regions (table 1). This is the first year that 
average irrigated land values exceed $3000 in any 
region of South Dakota and more than $1600 per 
acre in all regions east of the Missouri River.
Variation in land values by 
land productivity and county 
clusters 
Within each region and for each nonirrigated agri-
cultural land use, there is considerable variation in 
land values. In this section we report the February 
2008 per-acre values of average quality, high-produc-
tivity, and low-productivity land by agricultural land 
use by region and by county clusters within several 
regions (table 2).12
Table 2.  Average reported value per acre of agricultural land by South Dakota region, county 

























































































































































































































































































Source:  South Dakota Farm Real Estate Market Survey, SDSU, 2008 and earlier.
Irrigation land values are not reported in this table, due to insufficient number of reports in most county clusters
















































































































































































































































































































































































































































































































































A county cluster is a group of counties within the 
same region that have similar agricultural land use 
and value characteristics. Three county clusters are 
identified in each of the following regions: south-
east, east-central, northeast, north-central, and cen-
tral. Land values are not reported for county clusters 
in regions west of the Missouri River because there 
are too few reports for most county groupings. This 
survey is not designed to reflect the substantially 
higher land values in or near the Black Hills.
Substantial variation in per-acre land value occurs by 
degree of land productivity for each land use in each 
region. For example, 2008 cropland values in the 
east-central region vary from an average of $2154 
per acre for low-productivity cropland to $3613 per 
acre for high-productivity cropland. At the other 
extreme, the average value of low- (high) productiv-
ity cropland values is $311 ($474) per acre in the 
northwest region. Across regions, average values of 
low-productivity cropland were 52% to 66% of the 
average values of high-productivity cropland.
 Rangeland values in the east-central region vary 
from an average of $1210 per acre for low-productiv-
ity rangeland to $1885 per acre for high productiv-
ity rangeland. In the northwest region, at the other 
extreme, the average value of low (high) produc-
tivity rangeland is $213 ($337) per acre. Across all 
regions, the average value of low-productivity range-
land varies from 57% to 70% of the average value of 
high-productivity rangeland (table 2). 
In 2008, average nonirrigated cropland values 
were above $3,000 per acre in two county clusters: 
Minnehaha-Moody and Clay-Lincoln-Turner-Union 
(CLTU). Cropland values were above $2000 per 
acre in six additional county clusters of eastern and 
north-central South Dakota (table 2). As recently 
as 2006, average cropland values exceeded $2000 
per acre in only three county clusters—Minnehaha-
Moody, CLTU, and Brookings-Lake-McCook. 
In 2008, average cropland values in the east-central 
and southeast regions varied from $3778 per acre in 
the Minnehaha-Moody county cluster to $1656 per 
acre in the Charles Mix-Douglas county cluster. Aver-
age hayland values varied from $2826 per acre in the 
Minnehaha-Moody cluster to $1409 per acre in the 
Charles Mix-Douglas county cluster. 
Similar patterns of land values also occur for range 
land and pasture in these two eastern regions. For 
example, rangeland values varied from an average 
of $1790 per acre in the Minnehaha-Moody county 
cluster to $1091 per acre in the Charles Mix-Douglas 
county cluster (table 2). 
In the northeast region, the average values of 
cropland in 2008 were above $2100 per acre in the 
Codington-Deuel-Hamlin and Grant-Roberts county 
clusters and $1822 per acre in the Clark-Day-Mar-
shall county cluster. Average per-acre values of other 
land uses were much lower than per-acre cropland 
values in each county cluster. Hayland values were 
highest in the Grant-Roberts county cluster, while 
rangeland and pasture values were highest in the 
Codington-Deuel-Hamlin county cluster. Per-acre 
values for all land uses in this region were lowest in 
the Clark-Day-Marshall county cluster.
In the north-central region, average land values in 
Brown and Spink counties are much higher than 
those found in other counties, especially for crop-
land. Most cropland in Brown and Spink counties 
is located in the James River valley and is more 
productive than other land in this region. As an 
example, nonirrigated cropland values averaged 
$2318 per acre in the Brown-Spink county cluster 
compared to only $957 per acre in the Campbell-
Potter-Walworth county cluster. 
East of the Missouri River, the lowest per-acre values 
for each agricultural land use are found in the 
Campbell-Potter-Walworth (CPW) county clusters. 
This is the only county cluster east of the Missouri 16
River where the average per-acre value of cropland 
is less than $1000. Cropland values per acre in the 
CPW cluster are slightly above two-fifths of cropland 
values in the Brown-Spink county cluster. For other 
land uses, per-acre land values in the CPW cluster 
are nearly three-fifths of corresponding land values 
in the Brown-Spink county cluster. 
In the central region, land values for each land use 
were highest in the Aurora-Beadle-Jerauld county 
clusters and lowest in the Hughes-Sully county 
cluster. Land values vary from an average of $636 
per acre for rangeland in the Hughes-Sully county 
cluster to above $1600 for cropland in the Aurora-
Beadle-Jerauld county clusters. 
Strong increases (above 20%) were reported for 
cropland values in 11 of the 15 county clusters, 
including all county clusters of the east-central and 
southeast region. The other four county clusters 
located east of the Missouri River reported cropland 
value increases from 12.9 to 17.9%. Strong increases 
(above 20%) were also reported for range, pasture, 
and hayland values in seven to nine county clus-
ters and greater than 10% in all except two county 
clusters. 
For regions west of the Missouri River, average land 
values for each land use are highest in the south-
central region and lowest in the northwest region. 
During the past year, land values increased more 
rapidly in the south-central region compared to 
the southwest and northwest regions. Average land 
values vary from $271 per acre for rangeland in the 
northwest region to $904 per acre for cropland in 
the south-central region. 
major reasons for purchase 
and sale of farmland  
During each of the 18 years of the SDSU Farm Real 
Estate Market survey, respondents have been asked 
to provide major reasons for buying and selling 
farmland in their locality. Almost 93% of respon-
dents provided one or two reasons in each category. 
Farm expansion and investment purposes continue 
as the two most common reasons given for purchas-
ing farmland, followed by hunting/recreation and 
commodity prices/farm profits (fig. 5). This is the 
first time that commodity prices or high farm profits 
emerged as one of the top four factors.
Farm expansion has always been the most cited 
reason for buying farmland, but the proportion of 
responses has declined from 48% of responses in 
1994 to 30 to 31% of responses in 2007 and 2008. 
Another 15% of responses indicated the prospects 
of continued high commodity prices or high farm 
profits were the major reasons for purchasing 
farmland for existing and start-up farmers and for 
investors. 
Investment purposes (21% of responses) varied 
from purchasing farmland and speculating on 
further increases in land values (i.e., a potential to 
obtain a higher return on investment) to purchas-
ing land and leasing it to local farmers. Farmland 
potential for fee-based hunting and recreation can 
also influence investment decisions. Fifteen percent 
of survey participants indicated hunting/recre-
ation was a major reason for purchasing farmland. 
Responses indicating investment purposes or hunt-



















Fig 5. Reasons for buying farmland17
purchasing farmland increased from 23% of 1994 
responses to over 40% of responses from 2000 to 
2007, and then to 36% in 2008.
Making up 6% of the responses were the oppor-
tunity to purchase land in advantageous locations 
or securing land available for sale that had been 
previously cash rented. Another 4% of respondents 
indicated farmland was purchased primarily for tax 
purposes (e.g., 1031 exchanges) or to participate in 
government farm programs. 
Favorable market conditions, retirement, and estate 
settlement continue as the main reasons for selling 
farmland. Retirement or the settlement of an estate 
was listed by 45% of respondents as reasons for sell-
ing farmland. Forty-four percent indicated farmland 
was sold to capitalize on current high land prices 
and high demand for farmland in today’s market. 
Only 4% listed financial pressures and reducing 
debt as the main reasons for selling farmland (fig. 
6).
From 2000 to 2008, the major shift in reasons for 
selling farmland has been the increase in responses 
of favorable market conditions for sellers—44% of 
responses in 2008 compared to 17% of responses in 
2000. The proportion of respondents listing retire-
ment, estate settlement, or financial pressures as 
the major reasons for sale declined during the same 
period.
In most areas of South Dakota, farmers and ranch-
ers expanding their operation are still the principal 
buyers of agricultural land. However, their domi-
nance in the local area land market is increasingly 
challenged by investors, both local and non-local, 
interested in purchasing agricultural land for vari-
ous reasons, including leasing land to local farm-
ers, leasing/developing land for hunting and other 
recreation opportunities, and other motives. The 
implication is that farm ownership expansion comes 
at a higher price than before.
Cash rental rates of South  
Dakota’s agricultural land 
Three-eighths of South Dakota’s agricultural land 
acres are in cash, share, or other lease arrangements 
(SD Census of Agriculture 2002). The cash rental 
market provides important information on returns 
to agricultural land. Three-fourths of South Dakota’s 
farmland renters are involved in one or more cash 
leases for agricultural land. The majority of farm-
land leases (57%) were fixed cash rate leases and 
five-eighths of cash leases were annual renewable 
agreements (Janssen and Xu 2003).
Respondents were asked about average cash rental 
rates per acre for nonirrigated cropland, irrigated 
land, and hayland in their locality. Cash rental rates 
for pasture/rangeland was provided on a per-acre 
basis and, if possible, on an Animal Unit Month 
(AUM) basis.   Respondents were also asked to 
report cash rental rates for high-productivity and 
low-productivity land by different land uses in their 













Fig 6. Reasons for selling farmland
4 Animal Unit Month (AUM) is defined as the amount of forage required to maintain a mature cow with calf for 30 days. An AUM is 
somewhat of a generic value and should be about equal across regions. Therefore, private cash lease rates quoted on a per AUM basis 
should be roughly equivalent in different geographic areas of the state unless there are major differences in forage availability, forage 
quality, and demand for leased land.18
summarized in figure 7 and table 3. The same infor-
mation is summarized by region and county cluster 
in table 4.
Cash rental rates differ greatly by region and by land 
use. For nonirrigated land uses, cash rental rates per 
acre are highest in the southeast and east-central re-
gions and lowest in northwest and southwest South 
Dakota. In every region, cash rental rates are highest 
for cropland and lowest for rangeland and pasture 
(figure 7 and table 3). 
The rapid increase in cash rental rates from 2007 to 
2008, especially for cropland and hayland, provides 
further evidence of the continued boom in South 
Dakota’s farmland market. For most regions and 
land uses, the average annual change in cash rental 
rate per acre from 2007 to 2008 is the largest in both 
percent and dollar amount over the past 18 years.
From 2007 to 2008, statewide average cash rental 
rates increased $9.90 per acre for cropland, $5.80 
per acre for hayland, and $1.40 per acre for pasture 
and rangeland. The average percentage increase 
in cash rental rates was 15.2% for cropland, 13.9% 
for hayland, and 8.1% for rangeland. Average cash 
rental rates increased for cropland in all regions. 
Average cash rental rates for pasture and hay in-
creased in all regions, except for a modest decline 
in the southwest region. In general, cash rental rate 
increases were greatest in the same regions where 
the strongest land value increases were reported. 
2008 cash rental rates – nonirrigated 
cropland 
Average cash rental rates in 2008 for nonirrigated 
cropland vary from $24.20 to $24.50 per acre in the 
western regions to $101.90 per acre in the southeast 
region and $109 per acre in the east-central region 
(fig. 7 and table 3). 
Average cash rental rates for cropland are highest at 
$140.10 per acre in the Minnehaha-Moody county 
cluster and exceed $110 per acre in two other 
county clusters: Clay-Lincoln-Turner-Union (CLTU) 
and Brookings-Lake-McCook (table 4). Cash rental 
rates for high-productivity cropland in these same 
county clusters vary from $162.25 in Brookings-Lake-
McCook to $186.50 in Minnehaha-Moody. 
Average cash rental rates vary from $79 to $96 per 
acre across six other county clusters in eastern and 
north-central South Dakota. Average cash rental 
rates for high productivity cropland in these same 
county clusters vary from $122 to $138 per acre. The 
county clusters include Brown-Spink in the north-
central region, all county clusters in the northeast 
region, the five western counties in the east-central 
region, and Bon Homme-Hutchinson-Yankton in 
the southeast region.
Average cash rental rates in the remaining six coun-
ty clusters of the north-central, central, and south-
east regions vary from $47.65 in Campbell-Potter-
Walworth to $74.90 per acre in Charles Mix-Douglas. 
Within these same county clusters, average cash 
rental rates for high-productivity cropland varied 
from about $70 to $98 per acre (table 4). 
Average cash rental rates for high-, average-, and 
low-productivity cropland are much lower in all 
regions west of the Missouri River. 
Within each region and county cluster, cash rental 
Fig 7. Average cash rental rate of South Dakota non-
irrigated cropland, hayland, and rangeland, by region,
2008, dollars per acre.





Hay$   80.90












Range  $31.30 Crop $87.80
Hay $50.80
Range  $38.30
Crop  = Cropland
Hay  =H ayland
Range =  Rangeland and Pasture
Crop $101.90
Hay$   81.70
Range  $  45.6019
Table 3.  Reported cash rental rates of South Dakota agricultural land by type of 

































































































































































































































































































































































**  Insufficient number of reports to make regional estimates
Source:  South Dakota Farm Real Estate Market Surveys, SDSU, 2008 and earlier year reports.
Statewide average rental rates are based on 2002 regional land use weights20
Table 4.  Reported cash rental rates of South Dakota agricultural land by region and county clusters, 


























































































































































































































Irrigated cropland rental rates per acre and rangeland rental rates per AUM are not reported in this table, due to insufficient 
number of reports in most county clusters.


















































































































































































































































































































































































































** insufficient number of reports to make estimates at the regional level22
rate averages for low-productivity cropland are much 
lower than those reported for high-productivity 
cropland. For example, reported average cash rent 
for nonirrigated cropland in the east-central region 
is $75 per acre for low-productivity cropland and 
$154.60 per acre for high-productivity cropland. In 
the northwest region, the average cash rent for low-
productivity cropland is $18.05 per acre while cash 
rental rates for high-productivity cropland average 
$29.05 per acre (table 3). 
Cropland cash rental rates increased more than 
10% from 2007 to 2008 in all except the southwest 
region. The average dollar amount and percentage 
increase in cash rental rates were highest in the east-
central and central regions. At the county cluster 
level, cash rental rates increased from $7.70 to $7.85 
per acre, respectively, in Bon Homme-Hutchinson-
Yankton and Grant-Roberts to an average increase 
of $21.50 per acre in Minnehaha-Moody. In regions 
west of the Missouri River, cash rental rate increases 
varied from an average of $1.15 per acre in the 
southwest to $4.40 per acre in the south-central 
region.
Cash rental rates – hayland and  
irrigated land 
East of the Missouri River, cash rental rates for 
hayland vary from $38.40 to $42.60 per acre, respec-
tively, in the central and north-central regions to the 
low $80s in the east-central and southeast regions 
of South Dakota (fig. 7 and table 3). From 2007 to 
2008, the average amount of increase in cash rental 
rates in these five regions varies from $5.70 per acre 
in the northeast to $13.35 per acre in the east-cen-
tral region.
 
In the eastern and central regions of South Dakota, 
four county clusters have average cash rental rates 
for hayland above $80 per acre, another six clusters 
have average cash rental rates varying from $52.50 
to $60.60 per acre, while the five remaining county 
clusters have average cash rental rates that vary from 
$29.60 to $42.10 per acre. The two highest average 
cash rental rates of $117.60 and $99.60 per acre, 
respectively, are found in Minnehaha-Moody and 
CLTU. The lowest cash rental rates of $29.60 per 
acre are found in Hughes-Sully (table 4)
West of the Missouri River, hayland cash rental rates 
in 2008 vary from an average of $17.75 per acre in 
the southwest to $27.95 per acre in the south-central 
region. The dollar amount of change in cash rental 
rates was less than $2.50 in each of the three re-
gions.
Within each region and county cluster there are 
considerable differences in average cash rental rates 
of high- and low-productivity hayland. For example, 
the average rental rates for high and low productiv-
ity hayland in Minnehaha-Moody are $156.30 and 
$83.30 per acre, respectively, compared to $23.45 
and $14.00 per acre in the southwest region. In 
many regions, the lower cash rental rates are re-
ported for native hayland, while the higher rates are 
quoted for alfalfa or other tame hayland.
Cash rental rates for irrigated land vary from an 
average of $62.50 per acre in western South Dakota 
to $113 per acre in the central region to $154.75 
per acre in the southeast region (table 3). Reported 
cash rental rates did not change much from 2007 in 
the western and north-central region, but increased 
more than $20 per acre in all other regions. This 
variation in rental rate changes may be partly af-
fected by relatively few responses in some regions.
2008 cash rental rates - rangeland and 
pasture 
Nearly three-eighths of South Dakota’s 26.2 mil-
lion acres of rangeland and pasture acres are leased 
to farmers and ranchers. Several million acres of 
rangeland in western and central South Dakota are 
controlled by federal, state, or tribal agencies and 
are leased to ranchers using cash leases or grazing 
permits. A majority of leased rangeland and almost 23
all leased pasture are cash rented from private 
landlords (Janssen and Xu 2003). Respondents were 
asked to report 2008 cash rental rates per acre and 
per AUM on privately owned rangeland and pasture-
land in their locality.
Average cash rental rates per acre reflect regional 
differences in productivity and carrying capacity of 
pasture and rangeland tracts. Average cash rental 
rates vary from $10.75 to $11.00 per acre in western 
South Dakota to $45.60 per acre in the southeast 
region and $47.15 in the east-central region. Typi-
cal cash rental rates for low-productivity and high-
productivity rangeland vary from $7.20 to $17.65 
per acre in the southwest region and from $34.00 to 
$66.20 per acre in the southeast region (fig. 7 and 
table 3).
In counties east of the Missouri River, average cash 
rental rates for rangeland and pasture vary from a 
high of $51.25 to $51.35 per acre, respectively, in 
the Minnehaha-Moody, Brookings-Lake-McCook, 
and CLTU clusters to a low of $21.50 per acre in the 
Hughes–Sully county cluster (table 4). 
The dollar amount and percentage change in 
pasture cash rental rates from 2007 to 2008 was 
considerably lower in most regions and county 
clusters than changes in cash rental rates for hay-
land or cropland. The amount of positive change in 
cash rental rates varied from about $1.00 per acre 
in the northwest and south-central regions to $5.40 
per acre in the central region and $6.00 or more 
per acre in the Brown-Spink and Brookings-Lake-
McCook county clusters.
Rangeland rates per AUM in 2007 vary from an 
average of $21.00 per AUM in the northwest region 
to $29.80 per AUM in the southeast region. Rates 
in the three central regions varied from $26.90 to 
$27.80 per AUM. Rental rates per-AUM increased in 
most regions from 2007 to 2008.
publications on agricultural land rental 
arrangements in South Dakota 
There are several recent (2007) publications avail-
able from South Dakota State University Extension 
Economics. These publications address issues for 
landlords and tenants and summarize some issues 
that should be considered when entering into lease 
agreements. Also available through these publica-
tions are worksheets that can be used to assist in the 
determination of equitable lease rates. These Exten-
sion publications by Dr. Burton Pflueger are in the 
reference list and are a few of the resources available 
from the Economics Department at South Dakota 
State University. Additional publications and related 
decision aid resources are available at http://econ.
sdstate.edu. 
Rates of return to South  
Dakota’s agricultural land   
Two approaches (gross rates of return and net rates 
of return) are used in each annual survey to obtain 
information on current rates of return to agricul-
tural land. The 1991 to 2008 trend of gross rent to 
value ratio by land use and net rate of return by land 
use is depicted in figures 8a and 8b, respectively.
First, gross rent-to-value ratios (gross cash rent as a 
percent of land value) are calculated from respon-
dents’ reported cash rental rates and estimated 
values of leased land. This is a measure of the gross 
rate of return obtained by landlords, before deduc-
tion of property taxes and other landlord expenses. 
In 2008, the statewide average gross rate of return 
(rent-to-value ratio) is 4.6% for nonirrigated crop-
5 The market-derived income capitalization rate used by appraisers is equal to net returns to land divided by its current market value. 
One widely used method of estimating net return to agricultural land is subtracting property taxes, land maintenance expense and 
other land ownership expenses from the gross cash rental rate for the same land. In each SDSU Farmland Market Survey, respondents 
were requested to estimate this net rate of return by land use for agricultural land in their locality.24
land, 4.4% for hay-land, 3.9% for rangeland, and 
4.2% for all agricultural land. From 2006 to 2008, 
the statewide average gross rate of return to all non-
irrigated agricultural land has been lower than 5%, 
compared to an average of 7.4% during the 1990s 
and above 6% from 2000 to 2003 (table 5). 
The practical range of gross rate of return is ob-
tained for the middle 90% of the distribution of 
responses for each land use. For most respondents, 
the estimated rent-to-value ratio (gross rate of 
return) for 2008 varies from 3.0% to 6.25% for crop-
land, from 2.6% to 6.25% for hayland, and 2.1% to 
6.1% for rangeland. The median rent-to-value ratio 
is 4.4% for cropland, 4.1% for hayland, and 3.5% 
for rangeland. 
Next, respondents were asked to estimate the cur-
rent net rate of return (percent) that landowners in 
their locality could expect given current land values. 
Appraisers refer to the current annual net rate of re-
turn as the market-derived capitalization rate, which 
is widely used in the income approach to farmland 
appraisal. The net rate of return is a return to ag-
ricultural land ownership after deducting property 
taxes, real estate maintenance, and other ownership 
expenses .
Average net rates of return for 2008 varied from 
4.7% for nonirrigated cropland to 4.2% for hayland, 
and to 3.4% for rangeland and pasture, and aver-
aged 3.9% for all agricultural land. This is the fourth 
consecutive year that average net rates of return for 
all-agricultural land were below 4%, compared to an 
average of 5.4% during the 1990’s. 
The practical range of net rates of return to land for 
2008 reported by respondents varies from 2.0% to 
10.0% for cropland, from 2.0% to 8.0% for hayland, 
and 1.0% to 7.5% for rangeland. The median net 
rate of return was 4.0% for cropland, 3.75% for 
hayland, and 3.0% for rangeland.
The calculated difference between gross and net 
rates of return to agricultural land ownership is only 
0.3 percentage points for all-agricultural land and 
varies somewhat across regions and land uses. The 
actual difference should be greater than this amount 
due to the importance of agricultural real estate 
Table 5.  Estimated rates of return to South Dakota agricultural land by type of land and by region, 
1991 - 2008







































































































































































aGROSS rate of return (percent) is calculated by dividing the average gross cash rental rate by reported value of rental land. 
bNET rate return is the reporter’s estimate of the percentage rate of cash return to ownership given current land values.  Appraisers often 
refer to this measure as the market capitalization rate.
cState level GROSS and NET rate of return estimates are calculated by weighting regional estimates by proportion of acres of each land use 
by region.
dRegional level GROSS and NET rate of return estimates are calculated by weighting the rate of return estimates for each land use by pro-
portion of the region agricultural acres in each land use.
Source: South Dakota Farm Real Estate Survey, SDSU, 2008 and earlier reports.25
taxation in South Dakota. However, it is important 
to recall that the gross rate of return for each land 
use is calculated directly from gross cash rental rates 
and land values reported by the respondent, while 
the net rate of return for each land use is reported 
as a percentage by the respondent. If respondents 
varied in their method of estimating net returns 
(for example, share rent compared to cash rent) the 
results may differ substantially under current land 
market conditions. The reason for substantial dif-
ferences is that returns based on share rents adjust 
more rapidly to changes (upward or downward) in 
yields and prices than traditional cash rents, which 
are fixed per year. Major increases in crop prices in 
2007 would affect returns to share rents more than it 
would affect returns to cash rents.
Longer term perspective on 
farmland market changes, 
1991 – 2008
Longer-term historical data from annual SDSU 
surveys of agricultural land values and cash rental 
rates in South Dakota from 1991 to 2008 are located 
in Appendix tables 2 and 3 of this report. Long-term 
trends in average annual cash rates of return are 
shown in figures 8a and 8b. Regional and statewide 
comparisons of annual percentage changes in all-
agricultural land values in three periods (1991 to 
1996, 1996 to 2001, and 2001 to 2008) are shown in 
figure 9.
Based on 18 years of examining trends in rates of 
return to agricultural land and trends in land values 
and cash rental rates by agricultural land use across 
regions and county clusters, a few key observations 
are offered. 


















































Rangeland & pasture 
Fig 8a. Gross rent to value ratio by land use, 1991-2008


















































Rangeland & pasture 
Fig 8b. Net rent to return by land use, 1991-2008
Source: 2008 SDSU Farm Real Estate Market Survey and earlier publications26
First, gross rates of return (cash rent to land value 
ratio) for cropland, rangeland, and all-agricultural 
land declined slowly from 1991 to 2000 and more 
rapidly each year from 2001 to 2008. In all 18 years, 
average rates of return to cropland exceeded aver-
age rates of return to rangeland (figs. 8a and 8b). 
During the same time period, trends for net rates of 
return were similar, but more erratic, than trends in 
gross cash rates of return to land. 
Second, considerable insight about impacts of 
federal policies on land values is gained by compar-
ing annual rates of land increases for the three time 
periods. The first period, 1991 to 1996, reflects the 
impacts of the 1990 farm bill, continued recovery of 
the farm sector from the farm financial crisis of the 
mid-1980s, and long-term farm mortgage interest 
rates averaging 8 to 10%. The second period, 1996 
to 2001, reflects the impacts of the 1996 farm bill 
and subsequent increases in federal farm program 
spending. However, there were no major changes in 
farm mortgage interest rates from the earlier period. 
The third period, 2001 to 2008, reflects the impacts 
of major reductions in farm mortgage interest rates, 
continued farm program support, and relatively low 
rates of inflation until 2007. Finally, federal policy 
related to renewable fuels and the growing impor-
tance of ethanol production from corn has further 
accelerated commodity prices and indirectly contrib-
uted to increased cash rental rates and land values.
Agricultural land values increased more rapidly in 
the 2001 to 2008 period than in the earlier periods 
(fig. 9). From 2001 to 2008, average annual increas-
es in land values exceeded 10% in all regions of the 
state. From 1996 to 2001, average annual increases 
in land values were between 5 and 9%; from 1991 to 
1996, the increases were generally less than 5%. The 
impacts of lower interest rates along with relatively 
low inflation rates overwhelmed the considerable 
impacts of federal farm programs on land values. 
Also, the rapid adoption of biotechnology, reduced 
tillage, and the development of soybean meal plants 
and ethanol plants in the past 10 years has increased 
per-acre returns to crop enterprises and enhanced 
land values.
Third, increases in agricultural land values from 
1991 to 2000 were strongly supported by increases 
in cash rental rates. However, the declining rates of 
return from 2001 to 2007 indicate that cash rental 
rates increased at a slower rate than land values in 
this latter period. However, there was a major up-
ward surge in both cash rental rates and land values 
from 2007 to 2008.
For example, South Dakota cropland cash rental 
rates increased an annual average rate of 5.8% 



























Fig 9. Annual percentage change in all ag land values, 1991-1996, 1996-2001, and 2001-200827
from 1996 to 2001, 5.5% from 2001 to 2007 and 
15.2% from 2007 to 2008. However, cropland values 
increased at a similar rate to cropland cash rents 
(+6.6%) from 1996 to 2001, and accelerated to an 
annual average of 14.1% from 2001 to 2007 and 
further increased by 26% from 2007 to 2008.
The earlier time period (1996 to 2001) reflects the 
major impacts of farm program benefits on both 
cash rental rates and land values. The latter time 
period of 2001 to 2007 shows the much greater posi-
tive impact of reduced interest rates on land values 
compared to its impact on cash rental rates. From 
2001 to 2007, the real estate market (including 
farmland) entered a speculative boom fueled by low 
interest rates and relatively low rates of general price 
inflation. 
The rapid increase in South Dakota ethanol pro-
duction has been another contributing factor and 
helps to explain why cropland values in eastern and 
central regions have been increasing at a faster rate 
than cropland values in western South Dakota. The 
more recent crop price boom (since late 2006) has 
provided another major boost to farm incomes, 
cropland cash rental rates, and land values.
 Gross and net cash rates of cash return have 
reached the lower end of historical rates of return 
to agricultural land in South Dakota. From 2001 to 
2007, farmland investors were in market conditions 
where most of the total returns were from expecta-
tions of capital appreciation instead of current cash 
returns. During the past and current year, expecta-
tions of rapidly increasing returns are further accel-
erating capital appreciation. This pattern of declin-
ing rates of cash return to land along with periodic 
boosts in returns also occurs during the latter stages 
of land market price booms. 
 
Fourth, the more rapid increases in cash rental rates 
and land values since 1996 were directly related to 
crop price or government payment benefits that be-
came quickly capitalized into land rents and values. 
More recent increases in land values from 2001 to 
2006 were strongly related to sharp declines in costs 
of borrowing money and many investors (including 
farmers) shifting some funds into real estate from 
stocks and bonds. These factors remain important, 
but the recent surge in crop prices has already led 
to substantial increases in cash rental rates and will 
continue to do so if recent commodity price levels 
are maintained. 
Fifth, regional and county cluster rankings in per-
acre land values are relatively stable for most land 
uses, reflecting fundamental differences in soil pro-
ductivity and long-term weather patterns and rela-
tively slow shifts in the economic structure of most 
counties in South Dakota. The greatest changes in 
land values are generally occurring near growing 
urban centers, in localities where commercial (fee) 
hunting has greatly increased, and in areas shifting 
from wheat and small grains to corn and soybeans. 
Sixth, land values across counties and regions tend 
to move together over time but not at exactly the 
same time or at the same pace. A typical pattern is 
three to four years of rapid increases in land val-
ues, followed by one or two years of consolidation 
(or even declines), before the next surge in land 
values. The timing of the growth and consolidation 
phases are not identical across all regions and coun-
ties. Thus, a longer-term perspective on land value 
changes is warranted.
Finally, longer-term trends in agricultural land 
values show increases above the rate of price infla-
tion in all regions. From 1991 to 2008, the average 
annual rate of general price inflation has been 
less than 3%. The statewide average annual rate of 
increase for all-agricultural land was 8.7% during 
this period, with regional variation from 7.7% in 
the south-central region to 10.3% in the east-central 
region (appendix table 2). Trends in land value 
changes by land use followed similar patterns.28
Respondents’ assessment of 
factors influencing farmland 
markets in South Dakota 
Respondents were asked to list major positive and 
negative factors affecting the farm real estate market 
in their localities. These factors help explain chang-
es in the amount of farmland for sale, sale prices, 
and rental rates. Eighty-four percent of respondents 
listed one or two positive reasons, while 68% listed 
one or two negative reasons.
High commodity prices, especially crop prices, was 
listed as a positive factor by 53% of respondents—
the first time a majority of respondents listed a sin-
gle factor. Low interest rates and high land prices/
demand for land were each listed as positive factors 
by another 11% of respondents (fig. 10). Rising 
input costs, uncertain economy, outside investors, 
and high land prices were the four most common 
responses as negative factors. However, 11% of re-
spondents stated that there were no negative factors 
influencing current farmland markets (fig. 11).
Respondents continue to be divided in their assess-
ment of investor interest in farm real estate and con-
tinued escalation of farmland prices. High demand 
for farmland was listed as a positive factor (8% of 
responses), while high land prices and cash rental 
rates were also cited as a negative factor (also 8% 
of responses). In 2008, investors (mostly non-local) 
were more often listed as a negative factor than a 
positive factor (figs. 10 and 11). The main concern 
is that outside investors are able to outbid local 
farmers for farmland.
Agricultural land market  
expectations: past and  
prospective 
In each survey, respondents were asked to estimate 
the percentage change in land values during the 
previous year and to forecast percentage changes in 
land values for the forthcoming year. Nearly 70% of 
respondents provided their perception of previous 
year cropland value changes, compared to 65% for 
rangeland and hay. Only half of the respondents 
provided land value forecasts for next year. 
During the past year, respondents’ estimated per-
centage increases in land values averaged 18% for 
cropland and 14 to 15% for rangeland, pasture, 
and hayland. The median increase was 15% for 
cropland, 14% for hayland, and 12% for rangeland, 
compared to a median projected increase of 10% 
for all land uses in the three previous years. Most 
respondents (95 to 98% depending on land use) re-
ported increases in land values during the previous 
12 months and no one indicated farmland values 
had declined. Overall, respondent’s perception of 
percentage increase in land values were somewhat 
lower than the actual percentage change based on 
















Fig 10. positive factors in the farm real estate market
Input cost 26% 
Uncertain economy 14% 
Drought/Weather 7% 
Gov't tax policy 4% 
None 11% 
High prices 8% 
Outside Investor 11% 
No Y oung/small farmers 4% 
others 15% 
Fig 11 Negative factors in the farm real estate market29
Almost all (98%) respondents providing fore-
casts expect land values to increase in the next 12 
months, and no one projected a decline in per-acre 
land value. The median forecast percentage increase 
in land value is 10% for all land uses, with most 
responses between 5 and 20%.
In summary, respondents to the 2008 survey are very 
optimistic about further increases in farmland val-
ues, with no one predicting declines in land prices 
and very few predictions of declines in cash rental 
rates. Prospects of major increases in input expens-
es, possible increases in long-term interest rates, and 
growing concerns about future federal farm pro-
gram legislation are not sufficient to change their 
optimistic outlook. Major increases in crop prices 
since 2006 and prospects for continued higher crop 
prices for the next few years is fueling this optimism. 
Recent increases in cash rental rates of 15 to 16% 
provide further confirmation.
Prospective buyers and investors enamored with 
relatively low interest rates and often perceiving 
higher prospective cash returns from crop/forage 
production for bio-energy sources are investing in 
farmland. In this speculative market situation, it 
may take considerable increases in general price 
inflation, interest rates, farm input prices, and farm 
price/production declines to lessen the upward 
pressures on land values.  
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Appendix I: Survey methods 
and respondent characteristics 
The primary purpose of the 2008 South Dakota 
Farm Real Estate Market Survey was to obtain 
regional and statewide information on 1) 2008 per-
acre agricultural land values by land use and land 
productivity and 2) 2008 cash rental rates by agri-
cultural land use and land productivity. In addition, 
we obtained respondents’ assessments of positive 
and negative factors influencing their local farm 
real estate market and motivations for buyer/seller 
decisions.
Copies of this survey were mailed to potential re-
spondents on February 14, with a follow-up mailing 
on March 11. Potential respondents were persons 
employed in one of the following occupations: 1) 
agricultural lenders (senior agricultural loan of-
ficers of commercial banks or Farm Credit Service), 
2) loan officers or county directors of the USDA 
Farm Service Agency (FSA), 3) Cooperative Exten-
sion Service agricultural educators and area farm 
management specialists, and 4) licensed appraisers 
and assessors. Some appraisers were also realtors 
or professional farm managers, while some lenders 
were also appraisers. 
Respondents were asked to report land values and 
cash rental rate information for nonirrigated crop-
land, hayland, rangeland, improved pasture, and 
irrigated land in their locality. About 30% of respon-
dents provided information for two or more coun-
ties, while 70% reported information for one county.
Six-hundred-twenty-five people were contacted, and 
the total response rate was 40%. The useable survey 
response rate was 37%. The distribution of 231 
respondents by location and reported occupation 
is shown in Appendix table 1. Five-eighths of Farm 
Service Agency officials, 45% of licensed apprais-
ers and Extension educators, and 30% of assessors 
and agricultural lenders contacted provided usable 
responses. Sixty-one percent of respondents are 
agricultural lenders or FSA officials.
Fifty-five percent of the respondents were from the 
three eastern regions of South Dakota, 25% were 
from the central and north-central regions of South 
Dakota, and 20% were from south-central and west-
ern regions of South Dakota. Compared to recent 
years, fewer respondents reported from regions west 
of the Missouri River.
Most respondents were able to supply land value and 
cash rental rate information for nonirrigated crop-
land, rangeland, and hayland in their locality. Only 
one-fourth of respondents reported cash rental rates 
per AUM on rangeland, and more than one-third 
provided information on irrigated rental rates and 
land values, although very few replies were received 
from the three regions west of the Missouri River.
Regional average land values by land use are simple 
average (mean) values of usable responses. State-
wide average land values by land use are weighted 
by the relative number of acres in each region in the 
same land use. All-agricultural land values, regional 
and statewide, are weighted by the proportion of 
acres in each agricultural land use. Thus all-agricul-
tural land values in this report are weighted average 
values by region and land use. This weighted aver-31
Appendix Table 1. Selected characteristics of respondents, 2008.
Number of respondents = 231
Respondents:
Reporting location N % Primary Occupation N %
Southeast 42 18.2% Banker/loan officer 103 44.8%
East-Central 52 22.5% Farm Service Agency 37 16.1%
Northeast 33 14.3% Assessor 20 8.7%
North-Central 31 13.4% Appraiser/realtor 38 16.5%
Central 26 11.3% Extension educators 32 13.9%





Land values N % Cash Rental Rates N %
Nonirrigated cropland 227 98.3% Nonirrigated cropland 217 93.9%
Irrigated cropland 90 39.0% Irrigated cropland 80 34.6%
Hayland 184 79.7% Hayland 169 73.2%
Rangeland (native) 199 86.1% Rangeland (acre) 186 80.5%
Pastureland (tame) 151 65.4% Rangeland (AUM) 57 24.7%
Source:  2008 South Dakota Farm Real Estate Market Survey
age approach is analogous to the cost (inventory) 
approach of estimating farmland values in rural land 
appraisal.
This approach has important implications in the 
derivation of statewide average land values and re-
gional all-land values. For example, the two western 
regions of South Dakota with the lowest average 
land values have nearly 61% of the state’s rangeland 
acres, 39% of all-agricultural land acres, and only 
16% of cropland acres. Our approach increases the 
relative importance of western South Dakota land 
values in the final computations and results in lower 
statewide average land values. 
The weighting factors used to develop statewide 
average land values were based on estimates of ag-
ricultural land use for privately owned nonirrigated 
farmland in South Dakota. It excludes agricultural 
land (mostly rangeland) leased from tribal or fed-
eral agencies, which is mostly located in the western 
and central regions of the state. Irrigated land is 
also excluded from regional and statewide all-land 
values. 
The land-use weighting factors were developed from 
county-level data in the 2002 South Dakota Census 
of Agriculture and other sources.
Regional average rental rates by land use are simple 
average (mean) values of useable responses. State-
wide average cash rental rates for each land use are 
weighted by 1) the relative number of acres in each 
land use and 2) the proportion of farmland acres 
leased in each region based on 2002 Census of Agri-
culture data.32
Appendix Table 2.  Average reported value and annual percentage change in value of South Dakota agricul-
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Source:   South Dakota Farm Real Estate Market Surveys, SDSU, 2008 and earlier.
Statewide values by land use are based on 2002 regional land use weights
Appendix II. Historical data on agricultural land values and cash 
rental rates by land use by region, South Dakota, 1991–200833
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Appendix Table 3.  Reported cash rental rates of South Dakota agricultural land by type of land by 
region, 1991-2008.






Central Southwest Northwest STATE










































































































































































































































































































































































Source:  South Dakota Farm Real Estate Market Surveys, SDSU, 2008 and earlier year reports.
Statewide rental rates based on 2002 land use weights35
Appendix Table 3. (continued)
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*** Insufficient number of reports
Source: South Dakota Farm Real Estate Market Surveys, SDSU, 2008 and earlier year reports.